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The trade ministers of 34 countries of the Americas all countries except Cuba met in Quito, Ecuador,
Oct. 28-31, to move forward plans for the hemispheric Free Trade Area of the Americas (FTAA). The
meeting showed sharp differences in participants' vision for a trade pact, differences that recent
elections in Latin America have accentuated. For several days, Ecuador became the center of a
debate on the creation of the FTAA, not only among the trade ministers but also for civil society
representatives and indigenous groups gathered to protest the FTAA.
The Trade Negotiations Committee (TNC), the highest authority within the FTAA process, began
its meeting on Oct. 28 ahead of the Nov. 1 trade ministers meeting. It became clear that the US,
Canada, and Chile are working to accelerate the finalization of the FTAA, while Brazil and other
countries consider it unlikely that the accord will enter into force by the 2005 deadline because of the
significant differences yet to be reconciled.
In the Declaration of Quito, the ministers agreed to a strict timetable to negotiate the FTAA by
2005, but they failed to resolve the disputes that could unravel negotiations. Under the agreement,
countries must present draft trade proposals outlining tariff reductions by Feb. 15. Revisions will be
made through the next two years with the aim of reaching a final accord at a summit in Brazil in late
2004. The next ministerial meeting will be in late 2003 in Miami.
Acknowledging concerns of many Latin American countries, the document specified the
commitment "to the elimination of the export subsidies affecting trade in agricultural products in
the Hemisphere," given "the importance of agriculture for the economies of the region." It was
the first time the FTAA member countries included agricultural subsidies in the final declaration
of a ministerial meeting, and they also rejected the "use of labor or environmental standards for
protectionist purposes."
The US representatives initially refused to accept the clauses. Venezuelan Trade Minister Ramon
Rosales said the inclusion of farm subsidies in the declaration was a major achievement. "The
agricultural issue is no longer part of an annex to the document. Now there is explicit recognition
that we will not begin cutting farm commodity tariffs without previously resolving the problem of
subsidies and other forms of domestic assistance to the farming sector," said Rosales.
At the end of the meeting, Ecuador, which has presided over negotiations for the past 18 months,
turned the rotating leadership over to Brazil and the US, the two countries that represent the most
divergent positions on the trade pact. Brazil, which accounts for nearly half of South America's
economic output, said it may never sign the free trade accord it will negotiate. Brazilian Trade
Minister Sergio Amaral said his country would prefer joining a Latin American free trade pact that
excludes the US if the US refuses to make key concessions such as cutting import tariffs and farm
subsidies.
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Latin American reservations on FTAA Agriculture remains an issue that could paralyze the process.
Latin Americans are particularly angry at the billions of dollars in subsidies the US pays to farmers
of cotton, soybeans, and other cash crops. Brazil and Argentina wanted the US to agree to negotiate
reductions as part of any hemispheric pact. But the US insists on dealing with farm subsidies in
separate global trade talks at the World Trade Organization (WTO) so that they do not delay the
FTAA.
Many representatives question the sincerity of the US commitment to an equitable free trade pact.
To assuage the misgivings and overcome objections to US protectionist policies, the US will need to
make concessions on products that have powerful lobbyists from politically important states arguing
for their protection. Washington says it will reduce agricultural subsidies by billions of dollars and
cut tariffs by 75%, but only if Japan and the European Union (EU) do the same.
Latin American nations said they would defer to the WTO to help the US fight to lower EU and
Japanese subsidies. But that could take a long time possibly beyond the FTAA's planned 2005 start
date. And Argentine Foreign Minister Carlos Ruckauf reminded the US that Latin America is "not
negotiating to create the FTAA with the European Union or with Japan."

Elections strengthen position of critics
US President George W. Bush goes into FTAA negotiations with the newly acquired Trade
Promotion Authority (TPA), known as fast track, plus the recently regained Republican control of
both houses of Congress, which ought to help the administration meet its goal of completing the
WTO talks and the FTAA by 2005. But the US Congress, in passing the TPA, insisted that Zoellick or
his successor "consult" with Congress on a long list of "sensitive" agricultural products including
sugar, cotton, orange juice, and textiles. "The signals are not good," said Marcos Jank, a professor of
economics at the Universidade de Sao Paulo. "The sectors where Brazil is most competitive are the
ones that are most protected in the United States."
Recent elections in Latin America could also impede the US effort to finalize the FTAA by 2005.
The favorite in Ecuador's Nov. 24 runoff presidential election is Lucio Gutierrez, whose strongest
support comes from the highly politicized indigenous and campesino groups that oppose the
FTAA (see NotiSur, 2002-10-25). Brazil's president-elect Luiz Inacio Lula da Silva has criticized
US protectionism on steel and agricultural products, and he has called the FTAA a US plan to
"annex" Latin American economies to that of the US (see NotiSur, 2004- 11-01). Lula's Partido dos
Trabalhadores (PT) sent an observer to Quito, and Lula said Brazil will take part in the FTAA talks
but his priority remains strengthening the Southern Cone Common Market (MERCOSUR), which
also includes Argentina, Paraguay, Uruguay and associate members Chile and Bolivia.
Criticism of the FTAA in Brazil goes beyond Lula and the PT, however, to include the outgoing
government and much of the business class. In a recent informal poll sponsored by Brazil's Catholic
Church and other anti-free-trade groups, nearly 10 million people voted to ask their leaders to
opt out of the FTAA. Almost everyone agrees that Brazil should not accept any deal that does not
include deep reductions in US agricultural barriers. Yet, that is precisely the area in which Brazilian
experts are most suspicious.
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In a letter this month to the US State Department Journal, Brazil's Ambassador to Washington
Rubens Barbosa said that the FTAA should first help reduce the "disparities that now exist in
and among our countries, as well as throughout our region." FTAA benefits "will not emerge
automatically or as an inevitable corollary of increased trade liberalization, but will require a
balanced and equitable process of give and take," Barbosa wrote.
"Brazil is an extremely pragmatic country and its Foreign Ministry has always been very clear that
the interests of the country go beyond electoral rhetoric," said Alicia Frohmann, head of the America
desk at the department of international economic relations in the Chilean Foreign Ministry.
In a preview of the Bush administration's approach to a future Lula administration, US Trade
Representative (USTR) Robert Zoellick said other countries are waiting in the wings if Brazil does
not want in on the FTAA. He said the US has bilateral trade accords in process with Chile and
Central America. "On my short list of countries that have asked for agreements are also Panama, the
Dominican Republic, Bolivia, Peru and Uruguay. There's no shortage of customers out there," said
Zoellick. "We want to make the first offer to Latin America, because they are our closest partners.
But if they decide they want to go in another direction, if they want to head south to Antarctica, we
will look East and West." Brazil said it opposes bilateral agreements, which could pit Latin American
nations against each other in a race to tap the world's biggest market up north.
Despite Zoellick's dismissal of Brazil, it is crucial to any free-trade agreement for the Americas.
Brazil accounts for 40% of South America's total economy. It is a US-scale competitor in global
agriculture, with huge and highly mechanized farms. It is also a growing industrial power: its largest
export is no longer coffee but airplanes. It has drawn in more than US$160 billion in direct foreign
investment in the last five years. But skepticism about the benefits of globalization and free trade,
especially the FTAA, is evident not just in Brazil but throughout Latin America. Even Mexico is
hesitant, fearing the plan could remove its privileged access to the US under the North America Free
Trade Agreement (NAFTA).
Paraguayan Foreign Minister Jose Moreno Ruffinelli said on Oct. 21 that Paraguay would condition
its adhesion to the FTAA to the end of nontarriff barriers. He told reporters that if the FTAA
agreement establishes "free trade without obstacles, especially in agriculture, our country will sign
the agreement, but if not, Paraguay will not join the FTAA."
Venezuela's President Hugo Chavez has also questioned the benefits of the FTAA. On Oct. 30,
Chavez sent a letter to the TNC proposing a 2010 deadline for completing negotiations on the
FTAA, instead of 2005, to avoid damaging the economies and national sovereignty of participating
countries. Caracas also proposed making the draft documents of the negotiations public, as
demanded by nongovernmental organizations throughout the Americas.

Thousands protest in Quito
Before the meetings, Elsie Monge, director of the Frente Ecuatoriano de Derechos Humanos
(Fedhu), said delegates from around Latin America would come to Quito to protest against the
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FTAA. Monge said the trade pact would flood small countries with foreign products, which could
destroy their productive systems and drastically increase already high unemployment. She said
Latin American should instead be promoting MERCOSUR and the Comunidad Andina de Naciones
(CAN). While the official meetings were taking place behind closed doors, the civil organizations
met in forums at the Salesiana and Catolica universities where participants discussed the effects of
globalization and analyzed alternative development models.
On Oct. 30, the anti-FTAA events culminated with a march by thousands of protesters through
Quito's streets. As part of the protest, the Confederacion de Nacionalidades Indigenas (CONAIE)
"symbolically occupied" Quito. CONAIE president Leonidas Iza said the US has shown that the
FTAA is a project conceived solely in its interest. "The US treats us unfairly," said Iza. "It sets
protections for its products while it demands the trade opening of Latin America." The FTAA could
bring "bankruptcy for medium and small producers in the countries of Latin America, which will
not be able to compete with the flood of goods from the US," said Evo Morales, leader of Bolivia's
coca growers, who came in second in that country's August presidential elections.
The Asamblea Continental de los Pueblos, meeting Nov. 1, called on the region's governments
to reject the FTAA, saying it would harm their cultures and the environment and deplete natural
resources. The final document of the Asamblea, signed by indigenous, environmental, campesino,
and trade union organizations from more than 20 countries, asked the governments what
"integration" they were talking about, if their economic policies "are disintegrating and eliminating"
the original communities of the area encompassed by the FTAA. "What integration are you
proposing if the basis of your approach is competition, the desire to accumulate and obtain profit at
any price, inequality, disrespect for peoples and cultures, and the aim to unite us all in the market
and in consumerism," said the document. "What integration are you proclaiming if the first and
fundamental interrelation of every human being is with Mother Earth and you fail to realize it."

-- End --
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